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(Legislative Department) 

A’eio j jiitu, tne LILh, December, 1971 /Pausa 3, 1893 (Salca) 

The Io'l-.uv in; Act .vi Parliament received the assent of the President 
on the 24Ui u v 'mber, j.:.r/:, mid is hereby published for general informa¬ 
tion:— 

THE INDUSTRIES (DEVELOPMENT AND REGULATION) 

/■uvLLNLaIENT^ACT, 1971 

No. 72 of 1971 

[24th. December, 1971] 

An Act fus liter to amend J.c Industries (Development and Regulation) 

Act, 1951 . 

Be it enacted by Parliament in the Twenty-second Year of the 
Republic of India as follows: — 

1. (1) This Act may be called the Industries (Development and Regu¬ 
lation) Amendment Act, 1971. 

(2) It shall be deemed to have come Into force on the 1st day of 
November, 1971. 

2. In the Ti.dustries (Development and Regulation) Act, 1951 (herein¬ 
after referred to as the principal Act), in section 3,— 

(i) after clause (a), the following clauses shall be Inserted, 
namely: — 

‘(aa) “current assets” means bank balances and cash and 
includes such other assets or reserves as are expected to be 
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realised in cash or sold or consumed within a period of not more 
than twelve months in the ordinary course of business, such as, 
stock-in-trade, amounts due from sundry debtors for sale of goods 
and for services rendered, advance tax payments and bills receiv¬ 
able, but does not include sums credited to a provident fund, a 
pension fund, a gratuity fund or any other fund for the welfare 
of the employees, maintained by a company owning an industrial 
undertaking; 

(ab) “current liabilities” means liabilities which must be 
met on demand or within a period of twelve months from the date 
they are incurred; and includes any current liability which is 
suspended under section 18FB;’; 

(it) after clause (c), the following clause shall be inserted, 
namely: — 


‘(cc) “High Court” means the High Court having jurisdic¬ 
tion in relation to the place at which the registered office of a 
company is situate;’; 

(in) after clause (i), the following clause shall be inserted, 
namely: — 


“O') words and expressions used herein but not defined in 
this Act and defined in the Companies Act, 1956, have the mean- 1 of I® 88 - 
ings respectively assigned to them in that Act.”. 


Insertion 
of new 
section 

18 A. 


3. After section 15 of the principal Act, the following section shall be 
inserted, namely: — 


Power to 
Investi¬ 
gate Into 
the affairs 
of a 

company 
in liqui¬ 
dation. 


“15A, ( 1) Where ,i company, owning an industrial undertaking 
is being wound up by or under the supervision of the High Court, 
and the business of such company is not being continued, the Central 
Government me; 7 , if it is of opinion that it is necessary, in the interests 
of the general public and, in particular, in the interests of production, 
supply or distribution of articles or class of articles relatable to the 
concerned scheduled industry, to investigate into the possibility of 
running or re-starting the industrial undertaking, make an applica¬ 
tion to the High Court praying for permission to make, or cause to be 
made, an investigation into such possibility by such person or body 
of persons as that Government may appoint for the purpose. 


(2) Where an application is made by the Central Government 
under sub-section (1 ), the High Court shall, notwithstanding anything 
contained in the Companies Act, 1956, or in any other law for the i of 1950 
time being in force, grant the permission prayed for.”. 


4. In section 18 of the principal Act, in sub-section (1), after the word 
and figures “section 15”, the words, figures and letter “or section 15A" 
shall be inserted. 
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5. After section 18A of the principal Act, the following section shall 
be inserted, namely: — 


‘18AA. (1) Without prejudice to any other provision of this Act, 
if, from the documentary or other evidence in its possession, the 
Central Government is satisfied, in relation to an industrial under¬ 
taking, that— 

(a) the persons in charge of such industrial undertaking 
have, by reckless investments or creation of incumbrances on the 
assets of the industrial undertaking, or by diversion of funds, 
brought about a situation which is likely to affect the production 
of articles manufactured or produced in the industrial under¬ 
taking, and that immediate action is necessary to prevent such a 
situation; or 

(b) it has been closed for a period of not less than three 
months (whether by reason of the voluntary winding up of the 
company owning the industrial undertaking or for any other 
reason) and such closure is prejudicial to the concerned scheduled 
industry and that the financial condition of the company owning 
the industrial undertaking and the condition of the plant and 
machinery of such undertaking are such that it is possible to re¬ 
start the undertaking and such re-starting is necessary in the 
interests of the general public, 

it may, by a notified order, authorise any person or body of persons 
(hereafter referred to as the “authorised person”) to take over the 
management of the whole or any part of the industrial undertaking 
or to exercise in respect of the whole or any part of the undertaking 
such functions of control as may be specified in the order. 

(2) The provisions of sub-section (2) of section 18A shall, as far 
as may be, apply to a notified order made under sub-section (1) as 
they apply to a notified order made under sub-section (I) of section 

18A. 


(3) Nothing contained in sub-section (1) and sub-section (2) 
shall apply to an industrial undertaking owned by a company which 
is being wound up by or under the supervision of the Court. 

(4) Where any notified order has been made under sub-section 
(1), the person or body of persons having, for the time being, charge 
of the management or control of the industrial undertaking, whether 
by or under the orders of any court or any contract, instrument or 
otherwise, shall, notwithstanding anything contained in such order, 
contract, instrument or other arrangement, forthwith make over the 
charge of management or control, as the case may be, of the industrial 
undertaking to the authorised person. 

(5) The provisions of sections 18B to 18E (both inclusive) shall, 
as far as may be, apply to, or in relation to, the industrial undertak¬ 
ing, in respect of which a notified order has been made under sub¬ 
section (1), as they apply to an industrial undertaking in relation to 
which a notified order has been issued under section 18A.’, 
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6. After Chapter IIIA of the principal Act, the following Chapters 
shall be inserted, namely:— 

‘CHAPTER IIIAA 

Management or control of industrial undertakings owned by 

COMPANIES IN LIQUIDATION 

18FA, (1) If the Central Government is of opinion that there are 
possibilities of running or re-starting an industrial undertaking, in 
relation to' which an investigation has been made under section 15A, 
and that such industrial undertaking shook! to run or re-started, as 
the case may be, for maintaining or increasing the production, supply 
or distribution of articles or class of articles relatable to' the Sche¬ 
duled industry, needed by the general public, that Government may 
make an application to the High Court piaying for permission to 
appoint any person or body of persons to Lake over the management 
of the industrial undertaking or to exercise in respect of the whole 
or any part of the industrial undertaking such functions of control 
as may be specified in the application, 

(2) Where an application is made under sub-section (1), the 
High Court shall make an order empowering the Central Government 
to authorise any person or body of persons (hereinafter referred to 
as the “authorised persons”) to take over the management of the 
industrial undertaking or to exercise fun •.••Lions of control in relation 
to the whole or any part of the industrial undertaking (hereinafter 
referred to as the “concerned part”) for a period not exceeding five 
years: 

Provided that if the Central Government is of opinion that it is 
expedient in the interests of the general public that the authorised 
person should continue to manage the industrial undertaking, or 
continue to exercise functions of control in relation to the concerned 
part, as the case may be, after the expiry of the period ol five years 
aforesaid, it may make an application to the High Court for the conti¬ 
nuance of such management or functions of control, for such period, 
not exceeding two years at a time, as may be specified in the applica¬ 
tion and thereupon the High Court may make an order permitting 
the authorised person to continue to manage the industrial undertak¬ 
ing or to exercise functions of control in relation to the cncerned 

part: 

Provided further that the total period of such continuance (after 
the expiry of the initial period of five years) shall not, in any case, 
be permitted to exceed ten years. 

(3) Where an order has been made by the High Court under 
sub-section (2), the High Court shall direct the Official Liquidator or 
any other person having, for the rime being, charge of the manage¬ 
ment or control of the industrial undertaking, whether by or under 
the orders of any court, or any contract or instrument or otherwise, 
to make over the management of such undertaking or the concerned 
part as the case may be, to the authorised person and thereupon the 
authorised person shall be deemed to be the Official Lupuoator m 
respect of the industrial undertaking or Pm concerned part, as the 

case may be. 

(4) Before making over the possession of the industrial under¬ 
taking or the concerned part to the authorised person, the Official 
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Liquidator shall malm a complete inventory of all the assets and 
liabilities or ihe industrial undertaking or the concerned part, as 
the case may be, in the manner specified in section 18FG and deliver 
a copy of such inventory to the authorised person, who shall, after 
verifying the correctness thereof, sign on the duplicate copy thereof 
as evidence of the receipt ot the inventory by him. 

(5) O.r taking over the management of the industrial undertak¬ 
ing, or c.n i he commencement of the exercise of functions of control 
in relation to the on icernod part, the authorised person shall take 
immediate steps to so run the industrial undertaking or the concerned 
ua' l a.; to ensure the maintenance of production. 

(R) The authorised person may, on such terms and conditions 
and subject to such limitations or restrictions as may be prescribed, 
raise any loan for the mu-pose of running the industrial undertaking 
or the concerned part, and may, for that purpose, create a floating 
charge on the current assets of the industrial undertaking or the 
concerned part, ns the case may be. 

(7) Where the authorised person is of opinion that the replace¬ 
ment or repair of any machinery of the industrial undertaking or the 
concerned part is neces>ary for the purpose of efficient running of the 
industrial undertaking or such part, he shall, on such terms and 
conditions and subject to such limitations or restrictions as may be 
prescribed, make such replacement or repair, as the case may be. 

(8) The loan obtained by the authorised person shall be recover¬ 
ed from the assets of the industrial undertaking or the concerned 
part, in such manner and subject to such conditions as may be pres¬ 
cribed. 

(9) For the purpose of running the industrial undertaking, or 
exercising functions of control in relation to the concerned part, the 
authorised person may employ such of the former employees of the 
industrial undertaking whose services became discharged by reason 
of the winding up of the company owning such undertaking and 
every such person employed by the authorised person shall be deem¬ 
ed to have entered into a fresh contract of service with the company. 

(10) The proceedings in the winding up of the company in so 
far as they relate to— 

(a) the industrial undertaking, the management of which has 

been taken over by the authorised person under this section, or 

(b) the concerned part in relation to which any function of 

control is exorcised by the authorised person under this section, 

shall, during the period of such management or control, remain 
stayed, and, in computing the period of limitation for the enforcement 
of any right, privilege, obligation or liability in relation to such 
undertaking or the concerned part, the period during which such pro¬ 
ceedings remained stayed shall be excluded, 

CHAPTER IIIAB 

Power to provide relief to certain industrial undertakings 

18FB. (1) The Central Government may, if it is satisfied, in rela- Power of 
tion to an industrial undertaking or any part thereof, the management Govern- 
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or control of which has been taken over under section 18A, whether 
before or after the commencement of the Industries (Development 
and Regulation) Amendment Act, 1971, or under section 18AA or 
section 18FA, that it is necessary so to do in the interests of the gene¬ 
ral public with a view to preventing fall in the volume of production 
of any scheduled industry, it may, by notified order, declare that— 

(a) all or any of the enactments specified in the Third 
Schedule shall not apply or shall apply with such adaptations, 
whether by way of modification, addition or omission (which does 
not, however, affect the policy of the said enactments) to such 
industrial undertaking, as may be specified in such notified order, 
or 

(b) the operation of all or any of the contracts, assurances 
of property, agreements, settlements, awards, standing orders or 
other instruments in force (to which such industrial undertaking 
or the company owning such undertaking is a party or which 
may be applicable to such industrial undertaking or company) 
immediately before the date of issue of such notified order shall 
remain suspended or that all or any of the rights, privileges, 
obligations and liabilities accruing or arising thereunder before 
the said date, shall remain suspended or shall be enforceable with 
such adaptations and in such manner as may be specified in the 
notified order. 

(2) The notified order made under sub-section (2) shall remain 
in force, in the first instance, for a period of one year, but the duration 
of such notified order may be extended from time to time by a further 
notified order by a period not exceeding one year at a time: 

Provided that no such notified order shall, in any case, remain in 
force— 

(a) after the expiry of the period for which the management 
of the industrial undertaking was taken over under section 18A, 
section 18AA or section 18FA, or 

(b) for more than five years in the aggregate, from the date 
of issue of the first notified order, 

whichever is earlier, 

(3) Any notified order made under sub-section (I) shall have 
effect notwithstanding anything to the contrary contained in any 
other law, agreement or instrument or any decree or order of a 
court, tribunal, officer or other authority or of any submission, settle¬ 
ment or standing order. 

(4) Any remedy for the enforcement of any right, privilege, obli¬ 
gation or liability referred to in clause (b) of sub-section (7) and 
suspended or modified by a notified order made under that sub-sec¬ 
tion shall, in accordance with the terms of the notified order, remain 
suspended or modified, and all proceedings relating thereto pending 
before any court, tribunal, officer or other authority shall according¬ 
ly remain stayed or be continued subject to such adaptations, so, 
however, that on the notified order ceasing to have effect— 

(a) any right, privilege, obligation or liability so remaining 
suspended or modified shall become revived and enforceable as 
if the notified order had never been made; 
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(b) any proceeding so remaining stayed shall be proceeded 
with, subject to Lire provisions of any law which may then be in 
iorce, from the stage which had been leached when Ihe proceed¬ 
ings became stayed. 

(5) In computing the period oi limitation for the enforcement of 
any right, privilege, obligation or liability referred to in clause (b) 
of sub-section (I), the period during which it or the remedy for the 
enforcement thereof remained suspended shall be excluded. 

CHAPTER IIIAC 

Liquidation or reconstruction of companies 

18FC. Where the management or control of an industrial under¬ 
taking has been taken over under section 18A, whether before or 
after the commencement of the Industries (Development and Regu¬ 
lation) Amendment Act, 1971, or under section 18AA or section 18FA, 
the Central Government may, at any time during the continuance 
of such management or control, call for a report from the authorised 
person on the affairs and working of the industr : al undertaking and 
in submitting the report the authorised person shall take into account 
the inventory and the lists of members and creditors prepared under 
section 18FG. 

18FD. (1) If, on receipt of the report submitted by the authoris¬ 
ed person, the Central Government is satisfied,— 

(a) in relation to the company owning the industrial under¬ 
taking, which is not being wound up by the High Court, that 
the financial condition and other circumstances of the company 
are such that it is not in a position to meet its current liabilities 
out of its current assets, that Government may, if it considers 
necessary or expedient in the interests of the general public so 
to do, by order, decide that the industrial undertaking should be 
sold as a running concern as provided in section 18FE and pro¬ 
ceedings should simultaneously be started for the winding up, 
by the High Court, of the company; 

(b) in relation to the company, owning the industrial under¬ 
taking, which is being wound up by the High Court, that its 
assets and liabilities are such that in the interests of its creditors 
and contributories the industrial undertaking should be sold as 
a running concern as provided in section 18FE, it may, by order, 
decide accordingly. 

(2) Notwithstanding anything contained in sub-section (I), if, 
on receipt of the report submitted by the authorised person, the 
Central Government is satisfied that— 

(a) in the interests of the general public, or 

(b) in the interests of the shareholders, or 

(c) to secure the proper management of the company own¬ 
ing the industrial undertaking, 

it is necessary so to do, that Government may, by order, decide to 
prepare a scheme for the reconstruction of the company owning the 
industrial undertaking: 
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Provided that no such scheme shall be prepared in relation to a 
company which is being wound up by or under the supervision of 
the High Court; except with toe previous permission of that Court. 

(3) The powers exercisable by the Central Government uu ter 
section 18P, in relation to an undertaking taken over under section 
18A, shall also be exercisable in relation to an undertaking taken 
over under section 18AA or section 18FA, but such powers shall not 
be exercised after the making of an order under sub-section (2) or, 
as the case may be, under sub-section (2) of this section. 

18FE. (2) The provisions hereinafter laid down shall apply where 
the Central Government decides that the course of action specified 
in sub-section (1) of section 18FD should be followed, namely; — 

(a) the decision of the Central Government that the course 
of action specified in clause (a) of sub-scction (1) of section 
18FD should be followed in relation to a company owning an 
industrial undertaking shall be deemed to be a ground specified 
in section 433 of the Companies Act, 1956, on which the company 
may be wound up by the High Court; 

(b) the authorised person shall, as soon as may be, after the 
decision specified in clause (a) of sub-section (2) of section 1SFD 
has been taken by the Central Government, present an applica¬ 
tion to the High Court for the winding up of the company own¬ 
ing the industrial undertaking; 

(c) when an application is made by the authorised person, 
under clause (b), for the winding up, by the High Court, of the 
company owning the industrial undertaking, the High Court shall 
order the winding up of the company and shall, notwithstanding 
anything contained in the Companies Act, 1956, appoint the 
authorised person as the Official Liquidator in relation to such 
undertaking; 

(d) whenever the Central Government decides under clause 
(b) of sub-section (1) of section 18FD that the industrial under¬ 
taking should be sold as a running concern, it shall cause a copy 
of its decision to be laid before the High Court; 

(e) until the industrial undertaking referred to in clause 
(o) or clause (b) of sub-section (2) of section 18FD is sold or 
purchased in pursuance of this section, the authorised person 
shall continue to function as the Official Liquidator in relation to 
the said undertaking in the winding up proceedings of the com¬ 
pany, and, thereafter the Official Liquidator appointed by the 
Central Government under section 448 of the Companies Act, 
1956, shall take over and function as the Official Liquidator in the 
said proceedings. 

(2) The authorised person shall make a report to the Central 
Government as to what should be the reserve price for the sale of the 
industrial undertaking as a running concern, 

(3) In making a report under sub-section (2), the authorised 
person shall have regard to— 

(a) the financial condition of the company owning the indus¬ 
trial undertaking on the date on which the order under section 
18FD is made— 


1 of 1056 


1 of 1956 


1 of 1956 


(1) as diclosed in its books of account, 
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(ii) as disclosed in its balance-sheet and profit and loss 
account during a period of live years immediately preceding 
the said date; 

(b) the condition and nature of the plant, machinery, instru¬ 
ments and other equipment from the point of view of their suita¬ 
bility for profitable use in the running of the industrial undertak¬ 
ing; 

(c) the total amount of liability on account of secured and 
unsecured debts including overdrafts, if any, drawn on banks, 
liabilities on account of terminal benefits to the employees and 
other borrowings and other liabilities of the company; and 

( d ) other relevant factors including the factor that the 
industrial undertaking will be sold free from all incumbrances. 

(4) Notice of the reserve price determined by the authorised 
person shall be given in such manner as may be prescribed to the 
members and creditors of the company owning such industrial under¬ 
taking to make representations within a specified time to the Central 
Government through the authorised person and the Central Govern¬ 
ment shall, after considering the representations received and the 
report of the authorised person, determine the reserve price. 

(5) The authorised person shall thereafter, with the permission 
of the High Court, invite tenders from the public in such manner as 
may be determined by the High Court for the sale of the industrial 
undertaking as a running concern subject to the condition that it will 
be sold to the person offering the highest price which shall not be 
less than the reserve price determined under sub-section (4): 

Provided that the High Court shall not refuse to grant such per¬ 
mission if it is satisfied that the company is not in a position to meet 
its current liabilities out of its current assets. 

(6) The industrial undertaking shall be sold to the liigest bidder, 
as a running concern, only if the price offered by him therefor is not 
less than the reserve price. 

(7) Where no offer of price is equal to, or more than, the reserve 
price, the industrial undertaking shall be purchased by the Central 
Government at the reserve price. 

(8) (a) The amount realised from the sale of the industrial under¬ 
taking as a runing concern together with any other sum which may 
be realised from any contributory, purchaser or any other person 
from whom any money is due to the company shall be utilised in 
accordance with the provisions of the Companies Act, 1956, in dis¬ 
charging the liabilities of the company and distributing the balance, 
if any, amongst the members of the company. 

(b) In other respects, the provisions of the Companies Act, 1956, 
relating to the winding up of a company by the High Court shall, as 
far as may be, apply. 

(9) When an industrial undertaking is sold to any person under 
sub-section (6), or purchased by the Central Government under sub¬ 
section (7), there shall be transferred to and vested in the purchaser, 
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free from all incumbrances, all such assets relating to the industrial 
undertaking as are referred to in “sub-clause (i) of clause (a) of sec¬ 
tion 18FG and existing at the time of the sale or purchase. 

18FF. (1) Where In any case the Central Government decides 
that the course of action specified in sub-section (2) of section 18FD 
should be followed, it shall, subject to the provisions of that sub¬ 
section, cause to be prepared, by the authorised person, a scheme for 
the reconstruction of the company, owning the industrial undertak¬ 
ing, in accordance with the provisions hereinafter contained and the 
authorised person shall submit the same for the approval of that 
Government. 


(2) The scheme for the reconstruction of the company owning 
the industrial undertaking may contain provisions for all or any of 
the following matters, namely: — 

(a) the constitution, name and registered office, the capital, 
assets, powers, rights, interests, authorities and privileges, the 
liabilities, duties and obligations of the company on Its recons¬ 
truction; 

(b) any change in the Board of directors, or the appointment 
of a new Board of directors of the company on its reconstruction 
and the authority by whom, the manner in which and the other 
terms and conditions on which, such change or appointment 
shall be made and in the case of appointment of a new Board of 
directors or of any director, the period for which such appoint¬ 
ment shall be made; 

(c) the vesting of controlling interest, in the reconstructed 
company, in the Central Government either by the appointment 
of additional directors or by the allotment of additional shares; 

(d) the alteration of the memorandum and articles of asso¬ 
ciation of the company, on its reconstruction, to give effect to 
such reconstruction; 

(e) subject to the provisions of the scheme, the continuation 
by or against the company, on its reconstruction, of any action 
or proceedings pending against the company immediately before 
the date of its reconstruction; 

(/) the reduction of the interest or rights which the members 
and creditors have in or against the company before its recons¬ 
truction to such extent as the Central Government may consider 
necessary in the interests of the general public or in the interests 
of the members and creditors or for the maintenance of the busi¬ 
ness of the, company: 

Provided that nothing contained In this clause shall be deem¬ 
ed to authorise the reduction of the interest or rights of any 
creditor (including Government) in respect of any loan or ad¬ 
vance made by that creditor to the company after the date on 
which the management of the industrial undertaking of the com¬ 
pany has been taken over under section 18A, section 18AA, or 
section 18FA; 
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(gf) the payment in cash or otherwise to the creditors in full 
satisfaction of their claim— 


(t) in respect of their interest or rights in or against the 
company before its reconstruction; or 

(ii) where their interest or rights in or against the com¬ 
pany has or have been reduced under clause (f), in respect 
of such interest, or rights as so reduced; 

(h) the allotment to the members of the company for shares 
held by them therein before its reconstruction [whether their 
interest in such shares has been reduced under clause (/) or not], 
of shares in the company on its reconstruction and where it is 
not possible to allot shares to any members, the payment in cash 
to those members in full satisfaction of their claim— 

(1) in respect of their interest in shares in the company 
before its reconstruction; or 

(2) where such interest has been reduced under clause 
(f ), in respect of their interest in shares as so reduced; 

(i) the offer by the Central Government to acquire by nego¬ 
tiations with the members of the company their respective shares 
on payment in cash to those members who may volunteer to sell 
their shares to the Central Government in full satisfaction of 
their claim— 


(1) in respect of their interest in shares in the company 
before its reconstruction; or 

(2) where such interest has been reduced under clause 
(/), in respect of their interest in shares as so reduced; 

(j) the conversion of any debenture® issued by the company 
after the taking over of the management of the company under 
section 18A or section 18AA or section 18FA or of any loans 
obtained by the company after that date or of any part of such 
debentures or loans, into shares in the company and the allot¬ 
ment of those shares to such debenture-holders or creditors, as 
the case may be; 

(7c) the increase of the capital of the company by the issue 
of new shares and the allotment of such hew shares to the Cen¬ 
tral Government; 

(l) the continuance of the services of such of the employees 
of the company as the Central Government may snccify in the 
scheme in the company itself, on its reconstruction, on such terms 
and conditions as the Central Government thinks fit; 

(m) notwithstanding anything contained in clause (l ), where 
any employees of the company whose services have been conti¬ 
nued under clause (1) have, by notice in writing given to the 
company at any time before the exniry of one month next fol¬ 
lowing the date on which the scheme Is sanctioned by the High 
Court intimated their intention of not becoming employees of 
the company, on its reconstruction, the payment to such employees 
and to other employees whose services have not been continued 
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on the reconstruction of the company, of compensation, if any, to 
which they are entitled under the Industrial Disputes Act, 1947, 
and such pension, gratuity, provident fund and other retirement 
benefits ordinarily admissible to them under the rules or autho¬ 
risations of the company immediately before the date of its re¬ 
construction; 

(n) any other terms and conditions for the reconstruction of 
the company; 

(o) such incidental, consequential and supplemental matters 
as are necessary to secure that the reconstruction of the company 
shall be fully and effectively carried out. 

(3) (a) A copy of the scheme, as approved by the Central Gov¬ 
ernment, shall be sent in draft to the company, to the registered trade 
unions, if any, of which the employees of the company are members 
and to the creditors thereof for suggestions and objections, if any, 
within such period as the Central Government may specify for this 
purpose. 

(b) The Central Government may make such modifications, if 
any, in the draft scheme as it may consider necessary in the light of 
the suggestions and objections received from the company, from the 
registered trade unions of which the employees of the company are 
members and from any members or creditors of the company. 

(4) TJ^e scheme shall thereafter be placed before the High Court 
for its sanction and the High Court, if satisfied that the scheme is in 
the interests of the general public or in the interests of the share¬ 
holders or for securing the proper management of the company and 
that the scheme is designed to he fair and reasonable to the mem¬ 
bers and creditors of the company, may after giving a reasonable 
opportunity to the company and to its members and creditors of 
showing cause, sanction the scheme without any modification or with 
such modifications as it may consider necessary. 

(5) The scheme, as so sanctioned by the High Court, shall comg: 
into force on such date as that Court may specify in this behalf: 

Provided that different dates may be specified for different pro¬ 
visions of the scheme, 

(6) The sanction accorded by the High Court under sub-section 
(4) shall be conclusive evidence that all the requirements of this 
section relating to the reconstruction of the company have been com¬ 
plied with, and a copy of the sanctioned scheme certified by the 
High Court to be a true copy thereof, shall, in all legal proceedings 
(whether original or in appeal or otherwise), be admitted as evidence 
to the same extent as the original scheme. 

(7) On and from the date of the coming into operation oPthe 
scheme or any provision thereof, the scheme or such provision shall 
be binding on the company and also on all the members and other 
creditors and employees of the company and on any other person 
having any right or liability in relation to the company. 

(S) On the coming into operation of the scheme or anv provision 
''hereof, the authorised person shell cease to function, and the manage¬ 
ment of the reconstructed company shall be assumed bv the Board; 
of directors as provided in the scheme. 


14 of 1947. 
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(9) Copies of the scheme shall be laid before each House of 
Parliament, as soon as may be, after the scheme has been sanctioned 
by the Court. 


(10) The provisions of this section and of any scheme made 
thereunder shall have effect notwithstanding anything contained in 
sections 391 to 394A (both inclusive) of the Companies Act, 1956. 

18FG. For the purposes of this Act, the authorised person shall, 
as soon as may be, after taking over the management of the indus¬ 
trial undertaking of a company under section 18A or section 18AA 
or section 18FA,— 

(a) prepare a complete inventory of— 

(i) all properties, movable and immovable, including 
lands, buildings, works, workshops, stores, instruments, 
plant, machinery, automobiles and other vehicles, stocks of 
materials in the course of production, storage or transit, raw 
materials, cash balances, cash in hand, deposits in bank or 
with any other person or body or on loan, reserve funds, in¬ 
vestments and book debts and all other rights and interests 
arising out of such property as were immediately before the 
date of taking over of the industrial undertaking in the 
ownership, possession, power or control of the company, 
whether within or without India; and all books of account, 
registers, maps, plans, sections, drawings, records, docu¬ 
ments or titles of ownership of property, and all other do¬ 
cuments of whatever nature relating thereto; and 


Prepara¬ 
tion of 
inventory 
of assets 
ana liabili¬ 
ties and 
list of 
members 
and cre¬ 
ditors of 
managed 
company. 


(ii) all borrowings, liabilities and obligations of what¬ 
ever kind of the company including liability on account of 
terminal benefits to its employees subsisting immediately 
before the said date; 


(b) prepare separately a list of members, and a list of credi¬ 
tors, of such company as on the date of taking over of the manage¬ 
ment of the industrial undertaking showing separately in the 
list of creditors, the secured creditors and the unsecured credi¬ 
tors: 


Provided that where the management of the industrial 
undertaking of a company has been taken over under the said 
section 18A before the commencement of the Industries (Deve¬ 
lopment and Regulation) Amendment Act, 1971, the aforesaid 
functions shall be performed by the authorised person within six 
months from such commencement. 

18FH. In the case of a company in respect of which an order st ?y of ^ 
uhder section 18FD has been made, no suit or other legal proceeding uther 
shall be instituted or continued agamst the company except with the proceed- 
previous permission of the Central Government or any officer or ings ‘ 
authority authorised by that Government in this behalf.’. 

7- In sub-section ( 1) of section 25 of the principal Act, for the word, Amend- 
flgures and letter “and 18A”, the word, figures and lowers 18A, 18AA merit of 
and 18FA” shall be substituted. seCtlon 25 
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8. After section 29C of the principal Act, the following section shall 
be inserted, namely: — 

“29D. Every debt arising out of any loan obtained by the autho¬ 
rised person for carrying on the management of, or exercising func- 
tidns of control in relation to, an industrial undertaking or part 
thereof, the management of which has been taken over under section 
18A or section 18AA or section 18FA,— 

(a) shall have priority over all other debts, whether se¬ 
cured or unsecured, incurred before the management of such 
industrial undertaking was taken over; 

(b) shall be a preferential debt within the meaning of 
section 530 of the Companies Act, 1956, 

and such debts shall rank equally among themselves and be paid in 
full out of the assets of the industrial undertaking unless such assets 
are insufficient to meet them, in which case they shall abate in 
equal proportions.”. 

9 . In section 30 of the principal Act, in sub-section (2), after clause 
(p), the following clause shall be inserted, namely: — 

“ (pp) any matter which is to be or may be prescribed for giving 
effect to the provisions of Chapter IIIAA or Chapter IIIAC;”. 

10. In the principal Act, after the Second Schedule, the following 
Schedule shall be inserted, namely:— 

“THE THIRD SCHEDULE 
(See section 18FB) 

1. The Industrial Employment (Standing Orders) Act, 1946. 

2. The Industrial Disputes Act, 1947. 

3. The Minimum Wages Act, 1948.”. 

11. (1) The Industries (Development and Regulation) Amendment 
Ordinance, 1971 and the Cotton Textile Companies (Management of 
Undertakings and Liquidation or Reconstruction) Act, 1967 are hereby 
repealed. 

(2) Notwithstanding such repeal,— 

(a) anything done or any action taken under the principal Act as 
amended by the Ordinance so repealed, shall have effect as if it were 
done or taken under the corresponding provisions of the principal 
Act as amended by this Act; 

(b) anything done or any action taken or any order, rule or ap¬ 
pointment made, scheme prepared or reserve price fixed under the 
Cotton Textile Companies (Management of Undertakings and Liqui¬ 
dation or Reconstruction) Act, 1967, before the commencement of the 
Ordinance so repealed shall, in so far as it is not inconsistent with 
the provisions of the Industries (Development and Regulation) Act, 
1951, as amended by this Act, be deemed to have been done, taken, 
made, prepared or fixed under the corresponding provisions of the 
Industries (Development and Regulation) Act, 1951, as so amended, 
as if the said Act, as so amended, were in force on the date on 


1 of 1950. 


20 Of 1940. 
14 of 1947. 
11 of 1948. 

Ord. 20 
of 1971. 

29 of 1907. 


29 of 1907. 

65 of 1951. 
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which such thing was done, action was taken, order, rule or appoint¬ 
ment was made, scheme was prepared and reserve price was fixed 
and any proceeding commenced under the Cotton Textile Companies 
(Management of Undertakings and Liquidation or Reconstruction) 
Act, 1967, which was pending immediately before the commencement 
of the Ordinance so repealed may be continued from the stage which 
was reached in such proceeding immediately before such commence¬ 
ment as if such proceedings were commenced under the correspond¬ 
ing provisions of the Industries (Development and Regulation) Act, 
1951, as amended by this Act. 


N. D. P. NAMBOODIRIPAD, 
Joint Secy, to the Govt, of Indio. 
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